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SWITZERLAND - KEY ECONOMIC INDICATORS 


Values in Millions of Swiss francs represent period averages. 
Average Exchange Rate: US $1 : 1975 = SF 2.58; 1976 = 2.50; Jan-June 1977 = 2.52 


ITEM 1975 1976 %@ Change 1977 a 

INCOME, PRODUCTION, EMPLOYMENT 

GNP at Current Prices 144,270 147,855 2.5 151,700 

GNP at Constant (1970) Prices 2/ 97,610 98,075 0.5 100,120 

Per Capita GNP, Current Prices (units) 22,780 23,477 Sod: 24,087 

Plant & Equipment Investment 33,565 30,685 -8.6 31,120 

Private Consumption of Goods & Services 85,935 87,825 2.9 91,160 

Indices: 3/ 
Industrial Production (1963=100) 139 140 0.7 137 “h/ 
Avg Labor Productivity (1974=100) 97.9 101.9 41 104.7 — 
Avg Wage Skilled Worker (1949=100) 472 477 12 N/A 
Labor Force (in millions) 2.78 2.67 <3.3 2.65 
Avg Unemployed (units) 10,107 20,703 103.6 15,706 

MONEY & PRICES 

Money Supply (M1) 47,348 51,518 8.8 49,801 

Interest Rates (%) 
Central Bank Discount 4.25 2.21 -22.7 2.0 
Government Bond Yield 6.48 5.04 -22.2 4.14 

Indices: 
Wholesale Price (1963=100) 148.5 147.5 -2.2 149 
Retail Sales (1973=100) St 96.8 99.7 2.9 103.1 
Consumer Prices (1966=100) 163.2 166 Lf 168.4 

BALANCE OF PAYMENTS & TRADE 

Gold & Foreign Exchange Reserves 26,598.5 32, 330.4 21.5 27,396 1/ 

Balance of Payments (Current Account ) 6,680 8,740 30.8 9.0 = 

Trade Balance -838.1 173.6 120.7 -853.8 

Exports, FOB 33,429.7 37,044.8 10.8 20,408.8 
US Share 2,134.6 2,521.2 18.1 1,295.1 

Imports, CIF 34 ,267.8 36,871.2 7.6 21,626.6 
US Share 2,587.1 2,520.2 -2.6 1,434.0 

MAIN IMPORTS FROM US (1976) 

Commodity: Metric Tons Million SF 

Industrial Machinery ; 365.7 

Aircraft & Aircraft Parts 475 222.2 

. Power & Communications Equipment 1,919 191.9 

Business Machines & EDP Systems 1,154 191.7 

Motor Vehicles & Parts 12,210 189.9 

Medical Instruments & Equipment 1,088 164.0 

Organic Chemicals 24,319 152.1 

Silver, Platinum, Jewelry 60 149.0 

Raw & Processed Tobacco 12,669 92.3 

Plastic Materials 10,278 70.7 

Films & Photographic Paper 2,535 67.3 

1/ Estimate 1977 

2/ 1976 & 1977 at 1975 prices SOURCE: La Vie Economique, Swiss National 

3/ First Quarter Bank Monthly Bulletin, Government of 

4/ Jan-June 1977 Switzerland 


SWITZERLAND -— KEY ECONOMIC INDICATORS 3. 


Values in US $ Millions represent period averages. 


Average Exchange Rate: US $1 : 1975 = SF 2.58; 1976 = 2.50; Jan-June 1977 = 2.52 


ITEM 1975 1976 % Change 1977 2/ 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 55,919 59,142 5.8 60,198 
GNP at Constant (1970) Prices 2/ 37,833 39,230 3.4 39,730 
Per Capita GNP, Current Prices (units) 8,829 9,391 6.4 9,558 
Plant & Equipment Investment 13,010 12,274 -5.7 12,349 
Private Consumption of Goods & Services 33,308 35,130 5.5 36,175 
Indices 
Industrial Production (1963=100) 139 140 0.7 137 3/ ) 
Avg Labor Productivity (1974=100) 97.9 101.9 41 104.7 — 
Avg Wage Skilled Worker (1949=100) 472 477 3 N/A 
Labor Force (in millions) 2.78 2:67 . -=383 2.65 
Avg Unemployed (units) 10,170 20,703 103.6 15,706 
MONEY & PRICES 
Money Supply (M1) 18,352 20,607 12.3 19,762 
Interest Rates (%): 
Central Bank Discount 4,25 2.21 -22.7 2 
Government Bond Yield 6.48 5.04 22.2 4.14 
Indices: 
Wholesale Price (1963=100) 148.5 147.5 =2.2 1h9 
Retail Sales (1973=100) —3/ 96.8 99.7 2.9 103.1 
Consumer Prices (1966=100) 163.2 166 EF 168.4 
BALANCE OF PAYMENTS & TRADE 
Gold & Foreign Exchange Reserves 10,310 12,932 25.4 10,872 
Balance of Payments (Current Account) 2,589 3,496 35 9.0 i/ 
Trade Balance -325 69.4 121.4 -338.8 
Exports, FOB 12,957 14,817.9 14.4 8,098.7 
US Share 828 1,008.5 21.8 513.9 
Imports, CIF 13,282 14,748.5 11.0 8,437.5 
US Share 1,003 1,008.1 0.5 569 
MAIN IMPORTS FROM US (1975) 
Commodity: Metric Tons Million $ 
Industrial Machinery 475 88.9 
Aircraft & Aircraft Parts T, 32h 146.3 
Power & Communications Equipment 24,319 60.8 
Business Machines, EDP Equipment 60 59.6 
Motor Vehicles & Parts 1,919 76.8 
Medical Instruments & Equipment 1,088 65.6 
Organic Chemicals 1,154 76.7 
Silver, Platinum, Jewelry 12,210 76.0 
Raw & Processed Tobacco 2,535 26.9 
Plastic Materials 12,669 36.9 
Films & Photographic Paper 10,278 28.3 


1/ Estimate 1977 

2/ 1976 & 1977 at 1975 prices 

3/ First Quarter SOURCE: La Vie Economique, Swiss National 

4/ Jan-June 1977 Bank Monthly Bulletin, Government 
of Switzerland 








SWITZERLAND 4 
SUMMARY 


The domestic recovery in 1977 is following a slow but steady 
growth trend. Most major export industries, however, are 

still experiencing the effects of uneven foreign demand, to 
which appreciation of the Swiss franc and structural weak- 
nesses within some key industries have contributed. Industries 
producing primarily for the Swiss market are experiencing a 
modest increase in overall domestic consumption, despite 

the departure of many foreign workers. 


The policies of the government and National Bank are aimed at 
creating the conditions for more rapid recovery, once the pace 
of growth in Swiss export markets becomes sufficiently sus- 
tained to stimulate the economy and encourage new investment. 
The present low rates of unemployment and inflation, a more 
stable Swiss franc, low interest rates and highly liquid capital 
market are important elements of economic strength. The small 
surplus trade balance in 1976 reflected the hesitancy to make 
new investments in most sectors. However, a significant increase 
in imports during the first half of 1977 is producing a modest 
trade deficit. 


A substantial rise in internal demand is expected when export 
orders, cash flows and production for export begin to reflect 
sustained external demand for Swiss exports. The first half of 
1977 has seen Swiss price competitiveness improve because of a 
stable currency and higher foreign production costs. Foreign 
demand is expected to remain strong for high quality Swiss 
exports, thereby stimulating internal demand for equipment 
investment to maintain competitiveness. However, most Swiss 
economists are predicting continued very slow overall growth 
for 1977 and 1978. 


Statistical Note: The Swiss franc appreciated over 13 percent 

in relation to the United States dollar from 1974 to 1975 and 

3.3 percent from 1975 to 1976. Because of the statistical 
distortions that result when figures denoted in francs are con- 
verted into dollars a* the exchange rates, tables of key economic 
indicators for these years have been provided in both francs 

and dollars. Year-to-year changes calculated on the basis of 
Swiss francs more accurately reflect the real changes that 

have occurred. 


CURRENT ECONOMIC SITUATION AND TRENDS 


General Improvement but Problems Remain 


The Swiss economy stabilized in 1976 and began slowly to shake 
off the effects of the recession. Expectation of real economic 
growth, however, faded when foreign demand slackened as recovery 
from the recession slowed in other countries. The overall 
economy generally, but only modestly, improved in the first 

half of 1977, and the factors necessary for strong upturn are 
lacking. Some key industries continue to be faced with difficult 
and uncertain prospects for the future. 


The performance of the most important export industries - 
chemicals, metals and machines - has varied considerably. 
While sales and production of machinery have increased, there 
has been a gradual decline in the level of back orders. Per- 
formance also varies according to branch, with aluminum and 
precision tools and instruments leading export sales. Chemi- 
cal sales continue to improve, but production in certain seg- 
ments of the industry is below 1976. The watch industry is 
faced with serious structural difficulties that will require 
extensive reorganization over several more years. The down- 
ward trend which saw watch exports decline for two years has 
stopped, and the industry is now holding its own in meeting 
the challenge for export markets from more innovative manu- 
facturers in the US and Japan. However, imports of foreign 
manufactured watch components for assembly in Switzerland 
have increased greatly. Most branches of the textile in- 
dustry continued to improve, and clothing exports have shown 
a modest advance over 1976. 


In order to meet strong foreign competition, Swiss exporters 
found it necessary to cut prices to maintain market positions 
in 1976. Together with other factors, this further reduced 
cash flows for capital investments. Expenditures for new 
plant and equipment fell about 8.6 percent during 1976. Al- 
though new plant investment is expected to decline further, 
new equipment purchases are expected to rise 6 percent in 
1977. Most firms are concentrating on research and develop- 
ment of new products and restructuring to improve their compe- 
titiveness. Consumers have begun to make delayed durable 
purchases. Industry as a whole is operating at about 82 per- 
cent of capacity compared to 78 percent in 1976. 


Industries producing primarily for the domestic market have 
experienced a modest improvement in demand, despite a one per- 
cent decline in population and an 1l percent reduction in the 
active labor force since 1973. Altogether some 340,000 jobs 
have been lost to the recession. About 230,000 foreign workers 
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have left the country over the past few years. Additionally, 
nearly 52,000 workers were working reduced hours in mid-1976. 
GNP, which fell 7.6 percent in real terms in 1975 as a result 
of the economic downturn, rose only 0.5 percent in 1976 and 
is expected to grow about 2 percent in 1977 and 1978. 


Retail sales, which declined by 11.2 percent during 1975, rose 
2.9 percent in 1976 and are up about 4.5 percent in 1977. The 
construction industry is still in deep recession, with the 
exception of building for single-family dwelling units. New 
construction remains depressed but redimensioning and reno- 
vating projects have provided some stimulus to the industry. 
Most experts believe the industry has reached the bottom of 

the recession but that activity will remain stagnant for several 
years. 


Basic Strengths Aid Recovery 


The slow, steady growth of the Swiss economy in 1977 is due 
in large part to its underlying resiliency. Consumer price 
inflation, 6.7 percent in 1975, was only 1.7 percent in 1976 
and is expected to be near 2 percent in 1977. Wholesale 
prices, which fell by 2.2 percent in 1975, rose 2.2 percent 
in 1976 and are expected to increase about one percent in 1977. 
This trend of price stability has been the result of lower 
import prices as the Swiss franc appreciated, the general 
easing of raw material prices, increased productivity and the 
government's anti-inflation program. The government remains 
determined to hold the line on prices. Labor unions have co- 
operated and wages have risen only slightly in real terms 
above the small increase in consumer prices. 


The number of unemployment has fallen from 21,751 in early 
1977 to some 9,602 as of the end of July, despite continuing 
rationalization in many industrial branches that particularly 
affected administrative personnel. This is the result of 

the modest economic improvement that has continued during 

the first half of 1977, combined with the statistical effect 
of the departure of unemployed foreign workers, a recent 

trend to early retirement, and the fact that many married 
women have left the labor market. Only 7,544 workers were 
reported working short hours at the end of July. The resident 
foreign population remains about 959,000, some 508,000 of which 
are gainfully employed, plus an additional 110,000 seasonal 
workers and boarder crossers. 


Although the government is continuing its efforts to gradually 
reduce the number of foreigners residing in Switzerland, the 
departure of large numbers of unemployed foreign workers and 
the creation of a new catgory of foreign specialists and 
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technicians are among the factors which have eased the problem 
of obtaining work permits for American companies. Permits 

are being issued more quickly, and no difficulties in obtaining 
work permits have been brought to our attention during the 
past two years. However, some industries in mid-1977 were 
reporting an increasing number of unfilled job openings. 
Several Cantons have announced that their quotas of new 

work permits are insufficient to meet the upturn in demand 

for labor. 


There have been some new developments in labor relations. 

A law passed in June 1976 requires that all employees be 
covered by unemployment insurance. New labor contracts 
which cover an entire industrial branch provide for a gradual 
reduction in the work week to 40 hours, in some cases over 

a period of several years. 


Foreign Trade and Balance of Payments 


The appreciation of the Swiss franc has undoubtedly had 

an impact on foreign demand for Swiss products. It is 
difficult, however, to estimate the total effect. The 

franc appreciated about 60 percent on a trade-weighted 

basis from May 1971 to December 1976, but declined 0.2 per- 
cent during the first half of 1977. Export prices fell by 
0.7 percent in 1976, but have increased about 2 percent in 
1977. Import prices have risen 8.8 percent this year, compared 
to a 5.2 percent decrease in 1976. Switzerland for the most 
part imports raw materials and semi=processed products for 
manufacture or finishing and re-export. The actual effect 
of Swiss franc appreciation on Swiss export prices, there- 
fore, is much less than the raw data would indicate. 


During 1976, Switzerland's imports of merchandise rose 7.6 
percent in value while \exports increased 10.4 percent. The 
traditionally large Swiss trade deficit - $2.542 million 

in 1974 - was replaced in 1976 with a $69.4 million surplus, 
the first trade surplus since 1953. Imports increased 
during the first half of 1977 by 21.2 percent and exports by 
14.7 percent. A modest trade deficit for the year is ex- 
pected. Most export growth has been in non-traditional 
export industries and high quality specialty products. 
Imports of raw materials and semi-finished goods are up sub- 
stantially, while imports of consumer products and capital 
goods have also risen. Switzerland is making an energetic 
effort to open new export markets, particularly in the oil 
exporting countries. 


A large surplus on invisible transfers in 1976 was primarily 
the result of decreased remittances of foreign workers and 
increased returns on foreign investments as the world economic 
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recovery continued. This combined with the small trade sur- 
plus in 1976 to produce a record $3,496 million current account 
surplus in that year. A current account surplus of nearly 
$3.60 million is forecast for 1977. 


Government and National Bank Economic Policies 


The Government's policy has been aimed at stimulating those 
sectors.of the economy most seriously affected by the re- 
cession, without generating inflationary pressure. Nearly 

$360 million was budgeted in 1976 and $50 million in 1977 to 
finance counter-cyclical Federal investment programs, particularly 
for housingconstruction and purchases of new material and 
equipment. These modest measures have had little stimulative 
effect but helped hold the line against further decline in some 
industrial branches. In August 1977, the government announced 
its plan to establish a fund of $14 million to co-finance 
projects for innovation and diversification in economically 
depressed areas, particularly the three Cantons where the 

watch industry is predominant. Another $100 million fund 

would guarantee investment loans from banks. 


Mounting costs and decreasing revenues have caused government 
budget deficits to increase. A deficit of about $707 million 
is projected for 1977, and $840 million in 1978, compared to 
$177.5 million in 1975. In June 1977, Swiss voters de- 
feated the government's proposal to introduce a Value Added 
Tax that was designed to increase revenues to balance the 
budget by 1980. The government has announced several alter- 
native measures to reduce the 1978 deficit to $720 million. 
These include the reduction of Federal subsidies on bread 

and butter, increased taxes on tobacco and financial trans- 
actions, and reduced revenue sharing with the Cantons. In 
addition, the government plans to seek an increase in the 
business turnover tax in 1978 to boost revenues. 


In order to help curb further appreciation of the franc, 

the Swiss National Bank has actively intervened on the foreign 
exchange market since January 1975. During 1976, foreign ex- 
change purchases amounted to over $7,520 million, of which 
some $6,200 million was sold for the required conversion 

of foreign loans into foreign exchange at the National Bank, 
and $1,000 million was sterilized by Confederation borrowings, 
resulting in a net increase of $320 million in the money 
stock. In a further effort to discourage the demand for 
Swiss francs, the National Bank reduced to SF 20,000 (about 
$8,000) the minimum level of savings deposits held by non- 
residents on which a negative interest rate is levied (10 
percent per quarter) and ruled that only one savings account 
per foreign houshold would be permitted beginning June 1976. 
The National Bank also reduced the volume of forward Swiss 
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franc sales to foreigners, and private banks agreed to help 
curb speculation against the franc the flow of francs into 
the Euro-franc market. These measures have been renewed in 
1977. However, the 1976 restrictions limiting the importance 
of foreign banknotes were lifted in early 1977. In mid-1977, 
the banks formally accepted National Bank guidelines on 
accepting foreign deposits to avoid abuse of Swiss bank 
secrecy rules. 


Swiss National Bank policy is aimed at creating conditions 
conducive to a more rapid recovery of the economy. Easing 

of the Bank's monetary policies, and greater domestic liquidity 
have caused a considerable decline in interest rates. The 
National Bank's discount rate of 1.5 percent in July 1977 is 
nearly 25 percent below the average rate in 1976. The average 
yield on government bonds has also fallen about 19 percent 

from mid-1976. The mortgage rate was reduced from 5.5 to 5 
percent in April 1977. The Swiss money supply (Ml) grew 5.9 
percent in 1975 and 8.8 percent in 1976. The National Bank 
money supply growth rate target is 5 percent in 1977, which is 
intended to finance economic recovery without inflation. However, 
there will be little upward pressure on interest rates from the 
private sector until a strong recovery is well underway. Public 
sector borrowing at unprecedented rates in 1976 helped soak 

up some liquidity. Limitations on the issuance of foreign 

bonds on the Swiss market have been lifted since 1975. 

Borrowers floated a record $4.2 billion on the Swiss capital 
market in 1977 compared to $3.4 billion in 1975. 


IMPLICATIONS FOR THE UNITED STATES 


Switzerland's trade with the United States in 1975 and 1976 
reflected the effect of two dollar devaluations, the appre- 
ciation of the franc and economic recovery in the U.S. The 
U.S. share of Swiss imports rose from 6.5 percent in 1974 to 
7.4 percent in 1975 and then declined to 6.8 percent in 1976, 
primarily the result of fewer deliveries of new aircraft and 
parts. Meanwhile, in 1976, Swiss exports to the U.S. rose 

by 18.1 percent. During the first half of 1977, Swiss imports 
from the U.S. rose 16.7 percent, chiefly in sales of industrial 
equipment and machinery, while exports to the U.S. increased 
only 9 percent. 


In addition to prices, marketing techniques are of great im- 
portance in determining the competitiveness of U.S. products. 
Swiss importers typically complain about the lack of proper 
communication with U.S. suppliers, poor after-sales service, 
and non-competitive credit terms. Establishing and main- 
taining a position in the Swiss market require (1) careful 
selection of and extensive consultation with potential distri- 
butors before entering into a relationship; (2) financial 
support of the agent/distributor for promotional activities; 
(3) technical support of the agent/distributor; (4) observance 
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of local rules, customs, and commercial practices; (5) prompt 

after-sales service and shipment of spare parts; and (6) con- 

tinuity in export marketing policies which reflect a sustained 
interest in the market. 


Liberal government policy toward private foreign investment is 
a tradition in Switzerland. Swiss industry is increasingly 
interested in licensing and joint-venture arrangements with 
U.S. firms in sectors using advanced technology. 


Industrial products with good market potential in Switzerland 
include water pollution control equipment, computers and 
business machines, process control instruments, electronic com- 
ponents, microprocessors, biomedical equipment, industrial and 
commercial security equipment, novel energy systems, and a 
wide variety of sophisticated electronic instruments. The 
sales potential of these product categories has been reviewed 
in a report entitled Best Prospects for Switzerland (Bern 
A-208, November 9, 1976) which can be obtained from the 
Department of Commerce or one of its district offices. Other 
Embassy reports which are available from the Commerce De- 
partment include: Industrial Outlook Report on Scientific, 
Industrial, and Technical Instruments and Equipment (Bern 
A-54, April 7, 1977), Industrial Outlook Report on Enter- 
tainment Motion Pictures (Bern A-49, March 28, 1977), In- 
dustrial Outlook Report on Industrial Machinery (Bern A-3l, 
March 1, 1977), Industrial Outlook Report on Chemicals 

(Bern A-185, September 21, 1976), Electronic Games (Bern 
A-165, August 13, 1976), Trade Outlook in Switzerland (Bern 
3056, July 8, 1976), Direct Marketing and Mail Order Export 
Opportunities (Bern A-85, May 12, 1976), Changing Times in 

the Swiss Watch Industry (Bern A-74, April 23, 1976), Trade 
Inquiries for U.S. Electronic Watches and Components (Bern 
A-86, May 12, 1976), and Power Equipment and Electrical 
Equipment (Bern A-70, April 23, 1976). In addition, recently 
completed studies of the market in Switzerland for U.S. graphic 
industries equipment and for U.S. bio-medical equipment, pre- 
pared under contract for the Department of Commerce, are now 
available. 


—— by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
tional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


e 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce’s Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





